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KLM Royal Dutch Airlines (KLM)  respectfully submits the following answer

to the complaint of the American Society of Travel Agents, Inc. (“ASTA”), and

Joseph Galloway against KLM,  Docket No. OST-99-6410.

ASTA and Mr. Galloway allege that KLM’s  travel agent compensation rates

constitute an unfair method of competition in air transportation or the sale of air

transportation, within the meaning of 49 USC 4712.  ASTA and Mr. Galloway



request the Secretary of Transportation to order KLM,  among others, to cease and

desist from continuing such practices.

KLM denies its travel agent compensation rates constitute an unfair method

of competition in air transportation or the sale of air transportation, within the

meaning of 49 USC 4712.  In this connection KLM notes that it is a designated

carrier pursuant to the US-Netherlands Air Transport Services Agreement of

September 1992,  the first US Open Skies Agreement. KLM’s  freedom to determine

or match fares, rates and charges in air transportation, including agent

compensation, is a cornerstone of that agreement.

The US-Netherlands Open Skies Agreement, among other US initiatives,

unleashed new market forces and dynamics. These market forces, along with new

technologies such as the Internet and the World Wide Web, have paved the way for

fundamental changes in the sale and marketing of foreign air transportation.

It is the consequences of the competition resulting from these new market

forces that lie at the heart of ASTA and Mr. Gallo’s  allegations. Competition puts

pressure on KLM and its rival carriers to lower prices. Lower prices put pressure

on KLM to cut costs. Lower costs enable KLM to offer lower prices. This process

in turn makes the market more efficient. The social benefits that accrue to these

market efficiencies are precisely what US policy has sought to achieve in its

international aviation policy.

As such, it is unthinkable that the US would require KLM and its

competitors to reinstate costs and former business practices in order to preserve a

way of doing business that is a product of a regulated era.



KLM gratefully acknowledges that many travel agents serve important

functions, provide public benefits and contribute to the growth of a healthy air

transportation system. Many agents are adapting to the new market condition.

There are many new services and innovations being introduced by ASTA members.

KLM welcomes and embraces such new developments.

However, KLM does not believe that market efficiencies and innovation will

be encouraged by DOT-imposed rules designed to support ASTA members with

government-imposed compensation, security rules, training policies, CRS displays,

passive segment payments, settlement practices and/or blanket ticket rule waiver

authority.

In conclusion, KLM respectfully denies its travel agent compensation rates

constitute an unfair method of competition in air transportation or the sale of air

transportation, within the meaning of 49 USC 4712.  For the foregoing reasons,

KLM urges the DOT to dismiss KLM from this action.

Respectfully submitted,

Paul V. Mifsud
Vice President, Government & Legal Affairs-U.S.
KLM Royal Dutch Airlines

December lo,1999
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Air Canada
Anita M. Mosner
Steven Y. Quart
GKMG  Consulting Services, Inc.
1054 31%’ Street, NW
Washington, D.C. 20007

Air Canada
Geoffrey Pratt
Air Canada Centre
7373  Cote Vertu Boulevard West
Saint-Laurent, Quebec
Canada

Air France
Michael F. Goldman
Silverberg, Goldman & Bikoff
110130th  Street, NW
Suite 120
Washington, D.C. 20007

Alaska Airlines, Inc. &
Horizon Air Industries, Inc.
Marshall Sinick
Squire, Sanders & Dempsey
1201 Pennsylvania Avenue, NW
Suite 500
Washington. D.C. 20004

America West
John E. Gillick
Winthrop, Stimson, Putnam & Roberts
1133 Connecticut Avenue, NW
Washington, D.C. 20036

American Airlines, Inc.
Carl 13.  Nelson, Jr.
Associate General Counsel
110117th Street, NW
Suite 600
Washington, D.C. 20036

American Trans Air, Inc.
J.C. Buehler
Buehier, Atkins Associates
747 East 86t” Street
Suite C
Indianapolis Int’l Airport
Indianapolis, IN 46240-1893

Continental Airlines, Inc.
R. Bruce Keiner
Crowell & Moring, LLP
1001  Pennsylvania Avcnuc, NW
Washington, D.C. 20004-2595

Delta Air Lines
Kobert lL Cohn
Shaw, Pittman, Potts & Trowbridge
2300 N Street, NW
Washington, D.C. 20037

Midwest Express
Robert P. Silverberg
Silverhwg,  Coldman & Rikoff
1101 30ti  Street, NW
Suite 120
Washington, D.C. 20007



Northwest Airlines, Inc.
Elliott M. Seiden
Vice President, Law & Government Affairs
David G. Mishkin
Vice President, International
& Regulatory Affairs
901 15fh Street, NW
Suite 310
Washington, D.C. 20005

TAC’A  International
Robert Papkin
James V. Dick
Squire, Sanders & Dempsey, LLP
1201 Pennsylvania Avenue, NW
Washington, DC. 20004

Tram World United Airlines
Kathleen A. Soled
Senior Vice President & General Counsel
One City Ccntrc l@’ Floor
515 N. 6fh Street, N.W.
Washington, DC 20005

United Airlines
Jetrrey A. Manley
Kirkland & Ellis
655 15th Street, NW
Washington, D.C. 20005

us Airways, Iuc.
Lawrence M. Nagin
Executive Vice President, Corporate
Affairs & General Counsel
Crystal Park Four
2345 Crystal Drive
Arlington, VA 22227

Rosalind A. Knapp
Deputy General Counsel
Of&e of the General Counsel
Department of Transportation
Nassif Building, Room 10428
400 7th Street, SW
Washington, D.C. 20590-0001

Samuel Podberesky
Assistant General Counsel
Aviation Enforcement and Proceedings
Of&e  of the General Counsel
Department of Transportation
Nassif Building, C-70 Room 4116
400 7+h Street, SW
Washington, D.C. 20590-0001

Paul M. Ruden
Senior Vice President, Legal & Industry
Affairs
American Society of Travel Agents, Inc.
1101 King Street
Alexandria, VA 22314

Burton J. Rubin
General Counsel
American Society of Travel Agents, Inc.
1101  King Street
Alexandria, VA 22314


